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Transport Cost Study; and Unbundled Local Switehing Centrex Like FPeatures --
Analog. Simjilarly, OCC Staff fails to document this 2% fallout value.

Testimony -- OCC Staff (Krafcik) had concerns with SWHT'a nonrecurring

‘studies: (i) instructions given to the study participants were not forward

looking; (ii) time estimates camé only from one person and there were no time and
motion studies conducted, or a panel of experts to provide multiple viewpointa;
and (iii) SWBT did not indicate that it took any other efforts to verify the
activity estimates provided. Rebuttal -- These concerns are unjustified. Bach
cost. analyst participates in a product team for the gervice under study and that
product team is made up of all the individuals responsible for implementing and
managing the UNE. All participants bave the same cammon understanding before
coat sludy assumptions are made. Forward looking assumptions regarding the type
of ayatems used and operating practicas would have been considered if applicable
data were available. Porward looking does not have to assume some system or
operating practice that could or should be used, it can be the axisting cystem
and operating practices which SWBT aasumes in its nonrecurring cost studies.
SWET cannot provide nonrecurring activities via systems that are mot used in ics
own network -- an assumption both AT&T and Mr. Krafcik use in theixr 2%
recommendation. SWBT is cbligated to unbundle its current network and determine
the forward looking cost of that network, which it has done in its nonrecurring
studies. Contrary to OCC Staff generalizations, SWBRT's nonrecurring Cime
estimates were based on a variety of data (e.g., call activity repoxts, field
personnel surveys, and other empirical Oklahoma-based sources). Mr. Krafcik
incorrectly recomuended averaging SWBT's times with AT&T's times, in cases whare
they diffexr by 70% or more. GEWBT's time estimates were based on assumptions and
specific knowledge of its own operations and the time it takes to perform these
operations. They were validated by cost analysis comparing the times to prior
cost studies and services with similar assumptions. ATEY'S estimates were
provided, without any support, by an undefined *"national team.”

Testimony -- OCC Staff claims *that each party has a natural incentive to
provide either a high or low activity time eatimate.” Rebuttal -- SWBT does not
have such an incentive with regard to its time estimates., Many time estimates
for the UNEs were based on data provided for SWBT's retail servicea. Most of
these retail servicee are competitive, 30 it would not benefit SWBT to provide
high time estimates. The same principal applies to the UNE time estimates.

Al UNE Manual Service Order Cost Study

Testimony -- ATET criticizes SWET’s Manual UNE Service Order Cost study for
using excessive *time” estimates. Rebuttal -- The manual cost is applicable to
all service orders not submitted by an electronic delivery to the LSC (e.g., fax
or overnight mail), where its service representative must validate the order and
then type the order into SORD. It also applies to UNEs where there is no
mechanized process for entering orders. Not all ordering is electronic because
only limited services meet industry setandards and have an electronic order
delivery process. The UNE Manual Service Order Cost Study includes the following
activities, which justify the times reported: SWET service representative
receives Local Serviece Requast ("LSR"), logs it in, reviews requested
requirements, validates data, inpurs applicable data into appropriate fields, and
manually confirms order entry. In addition to these activities reflected in the
cost study, there are other activities performed which are not reflected but also
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Support the times reported. These activities include rectifying incomplete or
erronecus data or handling maintenance requirements, All SWBT's 03S will be
available and will be used in provisioning UNE orders. In the ATLT 2%
arbitratien (PUD 175), the Commission ruled that SWBT is under no obligatien to
create O88 which it does not currently have in place for ATET or other CLECS.

' The types of 0S8 flow through functionality assumed by AT&T do not exist in the

SWAT network or in its UNE inventory. The time estimates used in the UNE Manual
Sexrvice Order Cost Study were estimated by subject matter experts (“SMEs")
providing the gervice order methods snd service order format to the LSC. Ma.
Smirh independently validated the time in the study based on conversations with
service representatives and first level managers at the LSC.

Tescimony =-- AT&T assumed a 2% fallout for the simple and the complex
services identified in SWET's UNE Manual Service Order Cost study. Rebuttal --
According to AT&T witness Segura, the 3% fallout should not apply to the cosplex
sexvices. Thus, AT&T incorrectly applied the 2% fallout in the atudy. Complex
SWBT retail services do not flow through at this high rate and are not expectad
to do 80 in the near future, if at all. The 2% fallout is alpo unrealistically
low for the simple ONE Manual Service Order Cost Study.

Testimouy -- OCC Staff (Rrafcik) atates that it is appropriate to assume
a mechanized ordering procesa for all network elements. Rebuttal -- This
agsumption is wrong. SWBT is in the process of developing mechanized order
generators, which will accept an order electronically from AT&T. However, all
UNE orders cannot be accepted and flowed through electronically. This is also
true for a number of SWBT's retail services that are so complex they must be
entered manually for the service order process (e.g., DS-1). It is reasonable
to expect that the majority of orders for UNEs also will be delivered manually.
Furthermore, there are existing CLBCs which find it more cost effective to
process their orders manually.

Testimony -- Both ATET and OCC Staff recommend eliminating the typing time
for the manual service order. Rebuttal -- Both ATAT and Mr. Krafeik are under
the impression that the service representative at the, LSC conducts the validation
and the typing at the same time, This ig not true.

B. UNB Mechanized Service Order Cost

Testimony -- AT&T criticizes SWBT's $5.00 mechanized service order charge
and recommends OCC adoption of its own study instead. Rebuttal -- At the time
SWRAT submitted cost studijes in this case, there were no methods in place to
process a mechanized service order for UNEs. Nor were sufficient dats available
to develop a cost study. More reliable data are needed before an acceptable cost
study should be done. AT&T’s substitute cost study is unacceptable. As detailed
in SWBT witpess Auinbauh’s testimony, AT&T’'s mechanized service oxder costs
{$1.50 and $2.16) are based on a major assumption of a 2% fall out rate applied
to all UNEs for the time needed to validate and type a manual service order. The
2% fall out is unrealistically low, based on the high curzrent fallout of orders
and the number of repeat errors submitted on the mechanized order. SWBT has
provided documentation that the fall out rate is higher than 2% (i.e., evidence
from LSC tracking orders and fallout to. meer staffing requirements). in
addition, data from IXC access services provide useful comparison data, which
support SWBT's higher fall out rate. The fall out rate will not necessarily
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decrease as the CLEC service representatives gain more experience. Even though
SWBT cannot provide a ppecific cost study for a mechanized UNE service order,
based on the manual study current fallout and the amount of time currently spent
to process a manual service, the cost can be estimaced to be above $5.00. This
is because the fall out will require manual) intervention. However, electromic
delivery edits lessen the errors that might otherwise occur. Thus, msanual
intervention should be less, but atill required and substantial. Even for
electronic delivery, service reps will be required to manually enter the order
(cost of typing, about 30%, of the total order cost) irrespective of fall out
orders.

c. BRI Port and Port Peaturss Nonrecurring Cost Study

Testimony -- AT&T included cost of only a 2% fallout for ROMAC (Recent
Change Memory Administration Centar, which is zesponasible for inputting
translations to the switch for linea) time in both the BRI Port study and the BRI
features study. Mr. Krafcik also applied the 2% fallout to the BRI Nonrecurring
Features Cost Study. Rebuttal -- The changes ATET made to the nourecurring study
for the BRI Port were unnecessary because this study was revised to remove all
nonrecurring costs associated with the port. ATAT and OCC staff relied upon the
2% fallout assumptions supported by Mr. Segura’'s testimony, but he stated that
the 2% fallout only applied to residential POTS mervices. This fallout does not
apply at all because the BRI features do not have flow through and incur the
costs of a manual process.

D. PRI Poxrt and PRI Port PFeatures Nonrecurring Cost Study

Testimony -- In the PRI Port nonrecurring sctudy, AT&T increased the hours
for the translations preparation (*TXC") for both firast and additienal, but it
removed the time for translations implementation (*ScC®). In the PRI FPort
Peatures Cost Study, AT&T uged the same TXC time but reduced the SCC tiwme by
half. Mr. Krafcik recammends using non-craft wage rate and reduced time. He
also recommends applying the 2% fallout. Rebuttal -- This reduction of SCC time
for the PRI Port Peatures Cost Study is inconsistent. AT&T does not provide
adequate justification for this different treatment. SWBT's approach, however,
is fully supported. Time estimates were provided by the SMEs who actually
supervise and do translations work. The TXC and SCC groups are both needed to
ensure that the order is taken and entered correctly. The 2¢% fallout should not
apply to PRI based on Mr. Segura’s explanation (i.e.,, POTS only} and based on the
fact that PRI does not flow through at all for SWBT's retail customers.

B. Analog Line Side Port Nonrecurring Cost Study

Testimony -- ATAT increased the minutea per order but applied a 2% fallout
for manual intervention versus SWET's fallout percentage. Mr. Krafcik supportcs
SWBT‘s labor time, but applies the 2% fallout percentage. Rebuttal -- Again AT&T
and OCC staff applied the 2% fallout uniformly to every study, whether or not
there actually is flow through once the order is enterxed. 1In this case, the
majority of SWBT's orders for an analog line do flow through, but not at the high
level AT&T or OCC Staff suggests.
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F. DID Monrecurring Cost Study

Tastimony -- ATLT reduced the timee for the TXC, SCC, Trumking and RCMAC
for the 58S8 and then only included timea for the TXC and SCC in cowmputing the
costa for the DMS100. The times are adjusted by 2% fallout. Nr. Krafcik
recoamends averaging the activity time between the amount proffered by SWET and
by AT&T, zeroing ocut the TXC management activity and applying the 2% fallout.
Reburtal -~ AT4T's differcat treatment of times for the SESS and for the DMS100
switches is not justified or documented. It inconsistently has eliminated work
groups and removed some times altogether., The 2% fallout im inappropriate for
this stndy because thexe is currently nc flow through for SWBT's DID service and
none is expected for the UNE. The complexity of the service always requires
manual intervention in ardering and provisioning.

G. 2-Wire Analog Trunk Port Nonrecurring Coat Study

Testimonmy -- The AT&T 2-Wire Analog Trunk Port Nonrecurring Cost Study used
different awitch weightings (used to weight the investments between SESS and
DMS100} . Mr. Krafcik recommends removing the TXC time, averaging the times of
SWBT and AT&T, and applying the 2% fallout. Rebuttal -- ATET's switch weiyhtings
are from the wrong state. All pages in its study had “Texas’ headings even
though the Oklahoma switch weightings were part of the documentation provided.
The "Other Taxes” amount was also input incorrectly. These revisions are
incorrect hecause the TXC time is needed to successfully complete the
translation. Averaging the times is totally inappropriate because SWRT's times
are based on actual IWBT activity, not on a “*naticnal tean” eptimate. The 2%
fallout is incorrect because this service does not flow through at this rate.

H. Digital DS1 Trunk Port Noarecurring Coet Study

Testimony -- AT&T's Digital D51 Trunk Port Nonrecurring Cost Study used
different switch weightings. Mr. Krafcik recommends zeroing cut the procurement
time and applying the 2% fallout. Rebuttal -- AT&T once again used the gwitch
weightings from Texas even though SWBT provided the Oklahoma switch weightings
in the backup documentation. AT&AT assumed the only department involved in
providing this service would be the Circuit Provisioning Center, and then omly
when the order fell out, again at the 2% rate. The complexity of the service
requires manual intervention in ordering and provisioning from other departments,
which SWBT included in its study. The 2% fallout again is incorrect because this
service does not flow through at this rate.

x. Unbundled Local Bwitching Centrex Like Featurea - ISDN and Analog
Nonrecurring Cost Study

Testimony -- ATET used the SWET cost study for ISDN and Analog nonrecurring
costs filed on July 14, 1397, to revise its inputs. It reduced the time
eatimates, revised the labor rates, and applied the 2% fallout rate to each
element. Mr. Krafeik recommends removing the network sales support and applying
the 2% fallout to all features. Rebuttal -- Thia July 14, 1997, study was
reviead and refiled in Ms. Smich’'s November 29, 1997, supplemental testimony.
This revision clearly was explained in Ms. Smith’s December 3, 1997, deposition.
ATAT reduced the time estimates based upon the wrong study for all the inputs.
Ms, Smith is unclear about the labor rates used in this atudy because the
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calculations do not match the results. On the results shoet, there are features
which are not offered in Oklahoma. Since this problem has occurred in other
nomrecurring studies discussed herein, ATLT erronecusly must have uged the
studies for a different state and simply substituted Oklahama labor rates. The
tvo state studjes are, of course, different, not only because of the labor rates,
but algo because they apply diffarent assumptiona. AT&T reduced the TXC and 5CC
times significantly for all features except Distinctive Ringing and Call ‘Pickup.
There was no documentation for the time estimates included in the AT&ET study.
Mr. Krafcik incorrectly assumed that the network sales support is a retail cost.
SWBT will incur wholesale marketing expenses associated with providing UNEs to
CLECs and this expense should be included ipn the coat of service. The 2% fallout
is inappropriate bhacause Centrex service currently does not flow through as AT&T
assumes:. .

J. 887 Nonrecurring Cost studies

Testimony -- ATLT revised the nonrecurring STP Port study by reducing the
trandalationas time for the STP port termination to 1 bour. It removed the
disconnect time for the S8TP port and the translations time for the signaling
point code additiou. For the SBTP Port, Mr. Krafeik recosmends removing the
External Relationa tima from the studies and averaging the times between ATLT'S
and SWBT's studies. For the STP link nonrecurring costs, he recomtiends applying
the 2% fallout. Redbuttal -- No rationale was provided by ATAT for reducing the
time. Mr. Krafcik’s recommendation to average the time is invalid because SWBT's
time is based on actual experiance, whereas ATAT's time estimate is based on an
undefined *naticnal team.” The 2% fallout never would apply to these
nonrecurring activities because they always are conducted manually.

K. Time and Materials and Muintenance of Service {Cause 442 only)

Teatimony -- Por the Maintenance of Service study, AT&T removes travel time
and close out tima. ATET also assumes a totally mechanized process for all
trouble reporting. Thus, it removes customer services rvepresentative labax
hours. ATiT makes the same revisions to the Time and Materials study. DCC Staff
recommended removing the computer time, modifying the customer service time with
the 2% fall out, and removing the premium time expenses from the basic labor
rate. Rebuttal -- All the proposed changes are unacceptable, except revising the
labor rate to remove premium time and revising the travel time for Time and
Materials. Under the Maintenance of Servire scenario, the technician's time does
not begin until work is started at the end uger’s premises. Travel coats are
appropriately included in the first half hour. Under time and materials, the
customer is billed for time starting when the technician picks up the trouble
report. In this case, travel time should not be included in the first half hour.
Regarding the close cut time, the technician is not ®"on the clock” when the
ticket is closed out and this cost is appropriately reflected in the first half
hour. The mechanized process assumption and the 2% fall out is inappropriate
because UNE trouble reporting will not have 98% flow through. SWBT assumed the
same fall out in the study as it does for its own custamers.

VIII. FORWARD LCOKING COMMON COSTS

Testimony -- AT4T witness Rhinehart proposes a number of reductions to the
common cost allocator proposed by SWBT. These reductions include the operator
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services accounts being avoided at a 100% rate inatead of the OCC -- ordered 10%
rate. Rebuttal -- As Dr. Lehman demonstrates in his rebuttal testimony, Mr.
Rhinehart’'s revisions are based on speculation and false assumption. SWBT
accounted for the exclusion of retail avoided coats in its common cost study.
This exclusion was based an the FCC's presumption of avoided costs, which removed
the retail portion of the accounts in the following percentages. Also includaed
are the assumptions for the avoided cost study for resale approved by the occ.

SWBT ocec
Account 6611 Product Management 0% asy
Accomnt 6612 Salea . 0% 90%
Account 6613 Rdvertiaing 90% 70%
Account 6621 Call Completion _ 100% 10%
Account 6622 Number Services 100% 10%
Account €623 Customer Services 0% 90%

Mr. Rhinehart assumed the aveided cost pexcentages ordered by the OCC to
develop the resale avoided cost discount percentage, with one exception. He
asgsumed the operator services accounts 6621 and 6622 to be avoided at 100%
instead of the 10% ordered by the OCC. Mr. Rhinehart contended that the
Commission assumed the 10% avoided for the operator services accounts because
there wag a continued need for white pages production. He also stated that the
interconnection agrsements include separate and distincet prices to be paid for
operator services and white pages production, 3¢ the costs cannot be viewad as
common costs and they should be removed from the computations. He then replaced
the Commission approved 10% with an assumption avoided for the §621 and 6622
accounts. These assumptions are not justified or comsistent with the OCC’s
rulings. If the OCC order is used to calculate the operator sexvices costs,
there are costs that are considered common in addition to white pages (e.g.. DA
calls). Alsa Mr. Klick has removed a number of volume insensitive expenses from
the operator services studies, which are booked to accounts 6621 and 6622. ATKT
now improperly has removed these expenses from both the operator services studies

&nd the commGn cost study.

Teatimony -- Mr. Rhinehart implies that SWBT's forward looking common costs
include service order costs that are being charged separately in this case.
Rebuttal -- Mr. Rhinehart is wrong. It is true that service order expenses are
booked to Account 6623 Customer Bervices, but the expenses in the forward looking
common costs etudy are based on 1995 data, before any expenses were incurred for
vholecale expenses attributable to CLECs. Wholesale service order expenses were
included in account 6623 in 1998, but these serxvice order expenszes are for IXCs
ordering access services from SWBT. In addition to these expenses, SWBT will
incur, and is incurring, additional expenses for the service representatives in
the LSC to take orders from the CLECs. Therefore, SWBT appropriately has
reflected the correct amount of expenses for this account.

In her direct teatimony in PUD 97-442, Ms. Smith explained the process and
proper methodology to develop costs for interconnection services. She also
explained the cost studies which were used as the basis for pricing these
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interconnection services. Although many of the cost studieg Mg. Smith presents

here are different from those presented in Cause No. PUD 97-213, the cost study

methodologies ghe described in PUD-442 are the same as those used thare.
INTERCOMNECTION SERVICE COST STUDIES

Ms. Smith’s testimony described the following specific cost atudiea for
pricing intsrconnection services:

. White Pages For Others By Geographic Groups Forward Looking LRIC
. Directory Aséistance Call Completion .
- Directory Assistance Listing LRIC

. Local Sexvice Provider Bmergency Service Contact for Non-Published
HSexvice Porward Looking LRIC

) Branding for Resellers
. Branding for PFacility Pased Providers
. Extarnal Rates/Reference - Resellers Forward Looking LRIC

. External Rates/Reference - Facility Based Providers Forward Looking
LRIC

. Interim Number Portability

¢ Local Switching

\d Tandem Switching Usage

. Unbundled Common Transport

. Operator Nork Seconds

. Local and IntraLATA Operator Assistance Fully Automated Call
. Directory Assistance

. Forward-Looking Common Cosats

Attached as Rxhibit A to her testimony was a chart summarizing these cost
studies sponsored by Ms. Smith.

Ms. Smith also adopted tha direct testimopny of Linda L. Robey previously
filed in this cause. The Robey testimony that Ms. Smith adopted discussed the
recurring and nonrecurring costs associated with (1) 911 Emergency Number Systes
Interconnection, (2) Customer Change Charges, and (3) Operational Support
Systems. In particular, this testimony covered the forward-looking, long run
incremental cost studies for these elements. The methods employed in conducting
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these Cost $tudies were the same as those previously described in Ms. Smith's
testimony.

911 RMERGENCY NUMBER SYSTEM INTERCONNECTION

As described by Mr. Deere, SWBT's 911 system sexves various public service
agencies that answer emargency calls. Mg. Robey presented a series of cost
studies to support tha forward-looking LRYIC of interconnection by CLECs with
this system. 1A design depicting the forward-looking network componente necessary
for the 311 system waB created and the cost relating to its components (such as
the computers, databases, multiplexers and switching squipment} was developed.
Costs also were developed to match the various 911 feature packages used by SWBT
in the parcicular comnunitlies iavolved. Thooe features, described in detail by
Mr. Deere’s testimony. are:

{1) Automatic Number Identification (identifies to the anawering
public service agency the number calling 911);

(2) Selective Routing (used where necessary to ensuxe that the
proper public service agency receives a 911 call); -

(3} Automatic Location 1Identification (identifies to the
answering public service agency the location of the number
calling 911); and

{4) various combinations of these fesaturea.

A separate study was conducted to identify non-recurring costs relating to
the feature packages used in the system. These are primarily labar costs in
setting up the interconnection.

Because SWBT's emergency network system covers a four state area, the costs
were weighted by state so that only the Oklahoma costs were included in the final
coats developed for this proceeding. .

CUSTOMBR CRANGE CHARGES

This study identified the costs for a manual processing of converting a
SWET customer to a CLEC’s resale customer. At the present time, sufficient data
do not exist to conduct a study of processing these conversions electromically.
The study represants the cost for SWET manually to receive and process CLEC
orders and to enter them into SWBT'e systema. Two types Of conversions wers
included in the study. A ®simple” conversion involves converting a recale
customer with traditional exchange service. A *complex” conversion involves
converting A resale customer with a complex service, such ae PLEXAR. The costs
included in these studiea are primarily the labor activities needed to procesd
the appropriate orders for either simple or complex services.

OPERATION SUPPORT SYSTRMS (058)
This study identified the costs associated with providing access to SWBT'#

0SS by CLECs. This cost study is idencical to that presented for the same
purpose in PUD-213 and summarized in Ms. Smith's testimeay.
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Attached as Exhibit B to Ms. Smith's testimony was a chart suwmrizing
these and other cost studies sponsored by Ms. Robey.

Summary of Cross-Examipation of Barbars A. Smith

Ms. Smith of SWET sponsored many of the cost studies filed by SWBT in these
dockets. Ms. Smith contended that these cost studies comply with the Oklahoma
Long Run Incremental Cost rule that is in place in Oklahoma and comply with the
FCC’s definition and interpretation of Total Elemant Long Run Incremental Coat
(“TELRIC*) as set forth in the PCC’s Pirst Report and Order in Docket 96-9B. A
properly c<onducted LRIC cost study examines costs using forward-looking

tacnnology in the scudy. Ms. Smith acknowledged that the most efficient, least .

cost technolody mxy Oor may not be what is deployed in SWRT's network today. Ms.
Smith acknowledged that, with the exception of 1A switches and some YEDN services
for which she assumed 100% SESS technology, she assumed in her cost studies that
the telephone network would be configured as it curreatly exists in EWRT'S
network. In other words, she assumed that SWRT's exiating network would
represant the forward locking most efficient least cogt network that should be
included in a LRIC cost study. 1In making this apsumption, she relied upon—SWBT’as
network organization; she did net conduct any independent analysis of whether
more efficient or loess costly equipment was available in the market today.

All of the cost studies she is sponsoring are based upon demand in the
network as it existed in either 1995 or 1996. She did not determine demand as
it existed in 1997 and, with the exception of the switch discount, she has not
incorporated future demand into her cost of atudies. More specifically, she has
not incorporated any demand forecasts performed by SWBT into her cost studies.

The local switching studiee ara based upon the Switching Cost Information
System ("SCIS8*) model. Certain inputs are entered into the SCIS madel, which
develops the total awitch investmemt for the 5ESS and the DMS switches. In order
to develop a switch cost on a Minute of Use ("MOU*) basis, she tock the total
switch inveatment from SCIS, added feature hardware investments, subtract the
port investment and divided by the minutes of use.

one of the most important inpute in the SCIS model is the switch diacount.
A switch discount wag entered for both the Lucent and Nortel switches. The
Lucent discount wa$ derived from a contract that was executed in 1$95 and which
is still current today. Under this contract, SWBT receives a 70 percent initial
placement discount and a 20% gystem discount which represents an effective
discount of 76% for all Lucent switches. This was not the discount that was
entered into SCIS. Rather than using the initial placement discount, Ms. Smith
computed a discount that would be entered into S8CIS, In making this computatiom,
Ms. Smith assumed that the awitch will be grown every two years over the nine
years of the pwitch which she assumed was the average switch life. Thus, to get
from the 76% placement discount to the 65.25% used in the SCIS model, the switch
was grown assuming 5.1 percent growth over a nine-year interval. The discount
applicable to growth lines was added to the initial placement discount and the
entire computation wag discounted back to the present. Ms, Smith agreed that
this was the only place in any of the cost studies she was sponsoring where SWBT
included growth in the cost study. For example, in the switching studies, SWBT
did not grow the minutes of use over the same nine-year period.
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Following its merger with Pac Bell, Southwestern Bell had baen engaged in
conversations with Lucent and Nortel to exacute new contracts for switches. This
nev contract will cover aswitches deployed in both Southwestern Bell and Pac Bell
territories. Wwhatever discounts are in the new agreement with the switch
vendors, any switches that are'purchased by Southwestern Bell in the five or
seven-state area for 1998 will be governed by the terms of that new comtract.
Msa, Smith claimed not to know that the status of the pnegotiations between SWET
and its switch vendors and claimed not to know the discounts that will apply in
this agreement.

The switching cost studies take the total switch investment derived from
the 3CY¥Z model. That invectmant does not include the coats amsociated with
feature hardware in the gwitch. Therefore, feature hardware investment is added
to the tocal switch invemstment derived from 30IS. To determine the future
relacted hardware investment, Ma. Smith obtained unit prices and quantities for
all feature related hardware from SWBT's PICS DCPR ¢organization. The source of
the information that was used to determine the feature hardware inveatment
included in the gwitching cost gtudies is from the books and records of the
company. Ma. Smith also acknowledged that the feature hardware investment is
based upon historical costs for that feature related hardware.

Ms. Smith agreed that of the feature related hardware inveatment, the trumk
terminations make up a vast majority of that investment. The trunk terminations
investments included in the switching cost studies include tie trunks for Centrex
or PLEXAR and private network trunking, many of which are independent revenue
producers for SWBT. Because the investments associated with these trunk
terminations are included in the awitching investments, if a CLEC orders PLEXAR
and needs a tie trunk or other txunk termination, because all the features and
functionalicty of Centrex or PLEXAR are included in the switch investment, the tie
trunk or trunk termination will be provided at no additional cost. Indeed, all
features and functions of the switch including all Plexar and Centrex features
will be provided at no additional cost to a requesting CLEC.

Ms. Smith agreed that the unit pricea for many of the feature related
hardware that were included in the gwitching investment could have been obtained
by using the SCIS/IN model. Ms. Smith admitted that there are no faults with the
integrity of the SCIS/IN model. Indeed, she used the SCIS/IN model in some of
the studies that she i sponsoring in this docket. Instead of using SCIS/IN to
derive these unit prices, she used the much higher historical prirces obtained

from the PIC5-DCPR organization.

The initial investment in the switching cost studies includes what is
called a getting started investment which represents the cost to get the switch
up and running. Ms. Smith acknowledged that the getting started investment will
remain the same whether there is one line in the switch or twenty thousand linas
in the switch which make up part of the total cost of this network element.
Nevertheless, Ms. Smith allocated all of the getting started investment to the
switch and allocated none of that investment to the port.

The investment used in the SCP cost studies ig derived from the Common

Channel Switching Cost Information System (“CCSCIS*) model. STPS come in pairs
and Ms. Smith assumed for modeling purposes that only 40% of each STP will be
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utilized. In the TP and SCP cogt atudies, there are also investments associated
with A links, B links, C 1inks and D links. In its cost studies for STP's and
SCP’'s, SWBT usad a 10.75 percent ucilization for A links, 2.75 percent
utilization for B links, and 13.8 percent utilization for. C and D links. This
utilization is sultiplied Ly 40V to determine the effective utilization used in
the cost study. For example, tHe 10.75 percent utiligation for the A links, that
utilization would be multiplied by 40 parcent to come up with an effective
utilization of roughly 4 percent.

In the §57 transport study she usmed CCSCIS Verson 4.1 to derive the

investment pumber that iz used in the cost study number. The same D link

utilization factor diecussed above was used in this atudy.

The LIBD validation Query Cost study usea bhoth S$TPsy and SCPs. For purposes
of determining ths SCP investments associated with LIBD validation queries, SWBT
could oot use versiom 4.1 of CCSCIS and had to use an older version of CCSCIS,
versiocn 3.9. This was because the particular equipment that is in SWEBT's natwork
can not be used through any version of CCSCIS that came out after 3.9. This
egquipment that is used in the SCP study ia 10 years old. The discount used in
CCSCIS 3.9 to derive the investments was 18 percent. Ms. Smith acknowledged that
discount was based upon the contract that was executed between Southwesterm Bell
and the vendor some 10 years ago. No effort was made to determine, if she were
to go out in the market today and buy that SCP equipment, what the discount would
be tecday.

With respect to the recurring costs included in the OS/DA cost studies, the
Operator Services Cost model is the central model to all of those atudies. Any
changes made to the 0SCM astudy would carry though to all O5/DA studies.
Southweatern Bell has established that the administrative £ill for a NPX
squipment is 95 percent and the adminigtrative £ill for the ETMS equipment is S5
percent. Purthermore, the adminiptrative fill for IVs equipment is 85 percent
and the administrative fill for SCU equipment is BS pexcent. Ma. Smith admitted
that the IVS and the SCU equipment that is included in the study was actually
purchased in 1950 or 1991. In her studies for operator servicea, Ms. Smith used
actual fill factors and not optimal or administrative fill factors.

The forward looking common cost study that Ms. Smith is sponsoring is based
upon 1995 ARMIS data. All expenses captured in the study are historical expenses
incurred by Southwestern Bell. There are corporate expenses in other states that
are allacated to the State of Oklahoma on some baais. In the beginning of the
study, she determined retail and wholecale expenses for SWBT in Oklahoma. In s0
doing, she took portions of certain of 6600 accounts, allocated some portion of
thoss accounts to retail expense and some portion of those €600 accounts to
wholesale expanse. The portions that were chosen to allocate were based upon the
FCC allocation as set forth in the FCC's Second Report and Order In Docket 96-98.
In the FCC Order, it said 90 percent of certain accounts should be avoidable and
10 percent non-avoidable and 100% of certain accounts should be treated a& non-
avoidable. She went through each of those accounts and, using the FCC allocation
system, calculated the retail and wholesale expenses applicable in Oklahoma. She
did not use the avoided cost discount that was ordered by the Oklahoma Commission
in any way to come up with the retail and wholesale expenses included in her
study.

'73-
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SWAT's common cost study includes costs that are associated with access,
toll and retail services and includes both regulated and non-regulated expenses.
The common cost study includes some portion of executive planning expenses that
have been allocated to the state of Gklahoma. During 1997 a small amount of the
executive and planning expenses may have been spent on the Pac Bell merger.

There are a number of non-recurring charges (*NRC‘'s”) that are included in
Ms. Smirh’s cost studies. 1In deriving these NRC's, she went to a number of
subject matter experts to obtain time estimates in connection with the nom-
recurring activities in the studies. TO the extent that the time estimates were
the same across different states or the activity was the same regardless of the
state in which the activity occurred, she went to these SME’s once and obtained
4 time cotimate that -was used in all cost studies filed in all the different
gtates in which SWAT operates.

Ms. Robey of SWET prepared a Bervice Oxder Cost study which Ma, Smith is
now sponsoring. Thia cost study applies in a manual environment and not a
mechanized enviroument. The costa included in this cost study do not apply to
any mechanized service orders. The costs aasociated with processing a service
order include both labor costs apnd the costa associated with uwaing -SWBT's
computer systems (CPU costs). The labor c¢osts included in this study comprise
the time that the SWBT representative takes to negotiate .and type the order.
Thus, the Service Order cost study includes the time for the Southwestern Bell
service rep to take an order and looks at it to make sure everything is alright,
types the order into the aystem and the computer costs associated with procesaing
the order through SWBT’'s OSS systems.

In a mechanized environment, there would be no labor costs associated with
all orders which flow through. For flow through orders, the only costs incurred
by SWBT are the CFU costs associated with using SWBT's computer systems. Once
a mechanized order generator (“MOG") is created, some portion of the orders will
flow through electronically. A mechanized order generator is am electromic
interface which will take an electronic service order submitted by a CLEC and
electronically enter that order into SWBT's SORD system where the order will flow
into SWBT's varioua OS6 systaems for further processing. Where a MOG is created,
there is no need for the SWBT service representative to either type or negotiate
the order and no manual intervention of SWBT will be required at all unless the
order falls out for some reason. Those portions of the orders that flow through
glectronically, the service order study filed by SWRBT would not apply. SWBT haa
not conducted a study to capture the TELRIC costs associated with an electronic
pervice order. Nevertheless, SWET has proposed and agreed in other jurisdictions
to a §5 electronic service order charge. That $5 service order charge was not
based upon a cost study that’'s been filed in this docket. If Ms. Smith were
doing an electrunic service order cost study, the best way to determine the coste
would be to detexmine the percantage of fallout to which labor costs would apply
and add to that your CUP costs.

In a resale environment there has not baen a cost study prepared which
captures the costs associated with converting a customer from Southwestern Bell
to a CLEC on an electronic basis. The LSP simple conversion study that was filed
asgumes a manual process.
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Ms. Smith acknowledged that gsome CLEC’s such as AT&T have been provided
acceas to SWET'@ consumer RASE system to place orders electronically for resold
servicss. Those CLEC’a with access to consumer EASE will be able to procass
orders electronically without SWBT‘s. involvement {unless fallout occura).

' Indeed, even in a fallout situation, the order will be returned to the CLEC

service representative for further proceesing. Thus, some percentage of fallout
orders will be fixed without any mamual intervention of SWBT. SWBT itself
achieves 99% flow-through or 1% fallout on its orders processed through BASE.

12. Barry A. Moore

In his direct testimomy in Pud 97-213, SWBT witness Barry A. MNoors
teatified that he is Arsa Manager for Product Coat Development and Analysis for
SWBT. In his testimony, he discussed the results of cost studies for those
unbundled network elemants (UNEs} associated with local loops, cross-connects,
and dedicated transport. Specifically, he deacribed the bases for these cost
studies, the data sources and methodology used, and why the results raflect the
minimum costs of providing those elements on a forward-looking bhasis.

The results of these studies are based on Oklasoma-specific data and
facility records. 1Im calculating the costs for UNEs, the following principles
were utilized:

. Costs are based on the incumbant LEC’'sa existing wire center
locations and local network distribution routesa, and employ
the most afficient technology available to the network;

L] Coats are attributed on a cost-causative bamwis. This means
thac coats are attributed to a specific network element when
those costs are incurred as a direct result of providing that
network element;

. Porward-looking incremental costs are utilized; and

e« . All costs associated with the UNE are included in the
incremental cost.

The following forward-looking incremental cost studies were conducted to
support the associated UNEs:

. Unbundled Locp Cost Study. This study identifies the forward-
looking long run incremental costs (LRIC} of providing
specific unbundled local loop UNEs. A local loop providea a
transmigsion path from the SWET central office to the
customer’'s premises. In calculating loop investments, SWBT
estimated the plant investment required to satisfy the sntire
demand for loops in Oklahoma. Today, there are approximately
1.5 million basic loops in service. Therefore, SWBT's cost
models had to reflect the actual physical characteristics of
the network, which is a forward-looking, efficient design of
local facilities. SWBT utilized loop lengths as determined by
wire center locations, facility routes, and the locations of
cugtomer premises. It determined how these access lines would

.75
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be provisioned, reflecting current construcrion costs,
forward-looking fiber, and other current technologies and
underground outside plant. Loop lengths were determined by
random samples of actual loops in rural, suburban, and urban
wire centers.

Decibel (dB) Loss Conditioning Cost S$tudy. This study
identifies the coat to condition a locp to achieve a lower dB
loss lavel, lower than that provided by an B dB loss loop.
The investments required for dB loss conditioning are provided
by SWBT network personnel and involve the price sssociated
with conditioning equipment placed at the customer’'s pramises.

Network Intexface Device Cost Study. This study identifies
the forward-looking LRIC for rearrangement activities at the
point of demarcation or  interconnection between customexr
ingide wiring and SWBT's locp facilities at the customer’s
premises. The costs associated with the resources required
for MID rearrangements are labor oriented, and are, therefore,
oonrecurring in nature. This study is not associated with the
UNB loop studies which include the coat for NID installation
and rearrangements for SWET‘s UNE loopa.

Cross-Connect Cost Study. This study identifies the forward-
locking LRIC for provisioning unbundled cross-connect
arrangements from SWBT'S Main Distribution Prame (MDF) to a
facility designated by the local service provider (LSP) (e.g..
central office collocation arrangement or SWBT-provided
multiplexer). It algso identifiea the c¢ost for provisioning
unbundled croes-connect arrangements to Digital Cross-Connect
Systems (DCS) and switch ports. The investments associated
with the unbundled loop cross-connects include the various
equipment components required to provide the specific cross-
connect. Mr. Moore also filed Supplemental Direct Testimony
in this cause to present a recent cost study conducted to
specify UNE costg for cross-connects between switch porta and
facilities designated by the LSP such as collocation
faciliries, multiplexera or DCS.

Dadicated Transport Cost Study. This study identifies the
forward-looking LRICs to provision UNE unbundled entrance and
interoffice facilities for dedicated tranaport. *Entrance
facility® components include the jinvestment to aextend
electrical or optical connections from the gerving central
office to the LSP's location. These investments are
calculated much the same as those for the local loop: distance
multiplied by the investment per foot, plus any necessary
additional equipment. “Dedicated interoffice transport
facility” components include the investment to extend
facilities and equipment between central offices in order to
send electrical or optical signals. The investment necessary
for dedicated interoffice transport is calculated by

-16-
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determining the fixed equipment costs at the central offices
and the interoffice facility (or “line haul’) costs between
offices. The Dadicated Tranaport Cost Study also includes

coating for UNB multiplexing components, transport Crass-

connects {to extend transport signals for SWBT's interoffice

network} and digital cross-connect systems (oxr “DCS”). The
. costs for these additional components represents the
R respective construction costs for each.

. 8§87 Link Cost Study. This study identifies the forward-
locking LRIC for provisioning UNR 887 links from SWBT's Bignal
Transfer Point (a packet pwitching device providing aignaling
distribution for the network) to a local service provider’s
collocation arrangement or to a SWBT-provided unbundled
transport elenent. The investments for these elements

oS represent the construction ¢osts for the particular egquipment

Tesources required.

To perform the foregoing studies, recurring and non-recurring costs bad to
be decermined: -

] Recurring costs were developed by identifying the investment
necessary to provide the functionality for the element
studied. The recurring cost was then calculated by

identifying capital costs (i.e., depreciation, cost of
capital, income tax) and operating expenseas (a.g.,
maintenance, administration) associated with the investment.
This is a standard process widely used in cost development.

. Non-recurring costs are typically incurred anly as a result of
a one-time¢ event and do not recur as part of facility
maintenance. Non-recurring costs were calculated for each
unbundled elemsnt study. These costs were calculated using
the following steps: (i)} jdentify the work groups involved in
providing the element and their respective work functions;
(ii) 4dentify the time required to complete each work
function/activity; (iil) identify the labor costs for the
personnel who typically perform each work function; and
(iv) multiply the time required to perform these activities by
the associated labor costs adjusted to represent the planning
periocd of the cost study aa appropriate.

In his rebuttal testimony in PUD 97-213 and 97-442, Mr. Moore testifiad
concerning SWBT's unbundled element cost studies (e.g., UNE studies that are
related to the categories of Undbundled Loop, Unbundled Cross Connects, and

Unbundled Dedicated Transport).
AT&T’s testimony generally assumed that SWBT must provide UNEs "as is" on

L a bundled basis. Mr. Moore identified this improper approach and demonstrates
~ how SWRT's coat studies comply fully with applicable law.

7.
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I. DNBUNDLED LOOP STUDIES

. A. Use of Loop Length Samples

Testimony — ATET claims that SWBT's sampling of loop lengths injects bias
towards overstatement of costa.! Rebuttal - SWET's cost model algorichq used to
develop the cable portion of loop costs is, in general texms:

Length x Investment per Pair Foot = Investment per Pair (cable)

Corract modeling of loop lengch is important to overall loop investment
caloulation. Understating or overstating cable lengths by 5% would result in a
much lower corresponding ovarall monthly logp cost understatamant or
overstatement because the cable facilities only represent a portion of the
overall loop cast. However, such modeling is not an issue because ATLT agreed

NS to nase the BWEBT loop model for this proceeding. SWBT correctly wodeled the

sampled loop -lengths to calculate the investment per pair. The use of 1,000 foot
bands, instead of actual lengths, has been the process used by SWEBT for some time
and was created to simplify the calculations that involve a great number of
sampled loops. The difference between using the kilofoot band algoritims from
the model and the actual sampled loop lengths would be approximately 1.2% in the
monthly unbundled locp cost.

B, Loop Fill Pactors

Teatimony ~ Given competition, ATAT argues that SWBT cannot be expected to
continue its current utilizaticn level. Fill factors charge today's customers
. with tomorrow’'s demand, which violates LRIC principles. Liberty recommends
- distribution £ill factors of 44% for urban and suburban areas, and 60% for rural
areas. Rebuttal — Use of a f£ill factor doea not result in charging today's
customer with tomorrow's demand., SWBT ie¢ required under the Act to unbundle ica
existing network. This existing network has an actual existing utilization which
is a product of total demand, consistent with TELRIC principles. Therefore, the
total current demand and ite relatjonship to current capacity serve as the basis
for the current existing network fill factor. Fill factors are not new to
service costing and have been utilized, at a minimum, in telecommunication cost
studias for many years. Their legitimate use, however, is to calculate the cost
for the “lumpiness” in capacity that is necessary to sexve & quantity of demand.
ASs SWBT witness Dr. Lehman illustrated in his rebuttal testimony, this lumpiness
is a result of purchase aize availability, area movements, and geographic
constraints which require placement planning in order to have capacity ready when
customers request service. As demand continues to grow, so will the additional
placements that are needed to serve customersa in a manner that complies with the
Commission’s minimum service standards. If AT&T's ¢laim regarding £ill factor
were to be accepted, it would mean that SWET's placement practices should meet
demand exactly as it occurs. This is not an efficient practice. It would result
in absolutely no recognition of quality of service considerations or the
economies inherent in larger size cables because smaller cables always would be
used to meet immediate demand. Liberty‘s recommendation does not reflect SWBT'S

~ actual £ill. Dr. Lehman‘s rebuttal addresses the problems associated with

Liberty's recommendations regarding fill.
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c. ¥eeder Cable Investaents

Testimony -~ ATET states that SWBT's feeder cable costs do not reflect
sfficient cable sizing characteristics. SWBT inaccurately calculated the cost
of che equipment that connects this feeder plant to the distribution plant.
Certain cables should be reflected as feeder cables instead of identifying them
as distribution in the atudy. SWBT has produced feeder termination costs that
are sxcessive. Rabuttal — The loop cost study does not assume that there is a
single cable serving a distribution area that never tapers as it approaches the
central office. As these underground cables approach the central office, their
size increases at taper points, and the cables become larger as thay are serving
more than one distribution area. The studies do, therefore, reflect the scale
cconomies that were-alleged to have been omitted. Liberty oconcluded that no

refinements were essential.
D. Peesder - Distribution Interfacs Costs

Testimony — According te AT&T, application of a Feeder/Distribution
Interface (“FDI") cost for every loop is inconsistent with SWBT witness Deere’s
depiction of its loop configuration. Furthermore, it is not an efficienc
practice in all circumatances. Rebuttal — ATiT's conclusions, based upon its
references to the Deere testimony, are misleading. In Mr. Deere’s direct
testimony, he describes SWBT's current loop network with 25% of its facilities
that do not utilize cross-connects in the field. Based upon Mr. Deere‘s
discussions, there is a number less than 25% (considering the buildings and
campuses) that reflects current conditions excluding FDIa and this number will
decrease minimally in the short run. Assuming AT&T's own logic that the study
should reflect Mr. Desre's depiction of the current network, this percentage is
definitely mot 25%, but something less, from a short term perspective. On the
other hand, the cost atudy was conducted in such way that it apsumed that, from
a long term perspective, FDI placemant on facilities represents the most
efficient technological choice. There is no inconsistency, save perhaps the
differing perspectives, short term/ long term, that were taken.

Teatimony — Regarding the engineering principles associated with the use
of FDIs, Liberty deferred to SWBT's judgment. However, in ita discussion
regarding the relationship between feeder f£ill and the FDI concept, Liberty
indicated that its recommended change to the feeder fill factor was *a reasonable
way to make these aasumptions consistent.” Rebuttal - While SWBT would agree
that the use of the FDI concept would increase the utilization of feeder plant,
on average, it has not been able to determine what fill adjustment would be
appropriate. Nonatheleas, the concept appears to be reascnable, even though
Liberty's proposed fill factor is not reasonable, as discussed by SWBT witness

Lehman in his rebuttal testimony.
E. Feeder Versus Distribution Cable Coats

Testimony — AT&T claims that 25V of the loop plant should be adjusted so
that it reflects feeder investments only. Rebuttal —~ AT&T again has mipused
the Deere testimony to reach the wrong conclusions. It is mot logical for AT&T
t¢o conclude that 25v of the loop facilities should take on the cost
characteristics of feeder cable only. This flaw is especially apparent when
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ATiT s witness (Zubkus) confirmed that the cable is pot feeder-only, but rather
feeder and distribution facilities that simply are “"hardspliced.* Although Mr.
Deere did state that multi-customer buildings and campus complexes are often
connected using only feeder plant, he was referring to the common F1
classification of that plant and not that it was purely feeder in nature. The
AT&T witness certainly could not conclude that this arrangement represents 25%
of the plant in Oklahoma. The main differences between feeder inveastments and
distribution investments are the different alzes of cables that are used as well
as the amount of fill associated with each type. It is simply incorrect for AT&AT
to apply feader costs to 25% of SWBT’a loops because it would rxesult in an
understatement of costs.

P. Premises Termination Cosce ("“NID")
Testimony — AT&T claims that SWBT's premises termination costs are
unreasonable and should be revised. Rebuttal ~ When SWBT conducted the

unbundled loop cost study, it was assumed that the best representation of a
potential customer circuit was that of a single line arrangement. However, SWBT
now would agree that some weighting. although certainly not AT&T's 50%, could be
made to reflect both aingle and multi-premises termination arrangements. Using
a S0% figure would suggest that chere will be an equal amount of multiline and
single line texminals which would not be realistic. A more appropriate approach
would be to develop this weighting on a mora current assessment of multi line to
single line relationships. These changes should not have significant impact on
loop costs. Liberty concurs.

G. Digital Loop Carrier Costa

Testimony - ATWT recommended that the loop cost study should be based upon
Integrated Digital Loop Carrier ("IDLCY), in lieu of any use of Universal Digital
Loop Carrier (“UDLC"). Rebuttal — This attempted ume of the IDLC is totally
inappropriate in this proceeding for several resgons. Since IDLC bundles the
logp with the switch it should not be the object of a study on unbundled
elements, IDLC is not designed to work in an application that is not bundled
with the switch, (e.g., to a CLEC point of access). Including only IDLC
investments will ignore necessary equipment, groesly understate the cost of an
unbundled loop. and certainly mot reflect how the loop will be bundled. Liberty
concluded that the altemmative to IDLC, or the UDLC which SWET uses, is forward

locking.
H. Supporting Structure Costs

Testimony -— AT&T recommends that SWBT's supporting structure (pole and
circuit) costs should be adjusted. It declares that SWBT should be required to
“forecast future vendor utilization®’ and then remove costs from the loop studies
to reflect what is “already being recovered elsewhere.* AT&T bases its
recommendations on the assertion that SWEBT already is receiving revenues from
lease arrangements and should project what those revenues will be in the future.
Liperty asserted that SWBT's loop cost study ignored the effects of structure
sharing with other utilities, but it concluded that such changes would not
significantly affect final loop costs. Rebuttal - The coats for support
structures have been accurately calculated. The pole and circuit costs
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associated with an uabundled loop amount to around 5% of the averall loop costs.
¥hen this amount is campared with the amount of leasing that actually takes place
in Oklahoma, .04% of conduit duct feet, and 2.42% of pole space, it is easy to

. 9ee thit any attempt to reduce loop costs would be meaningless. An increase by

SWET in the amount of leasing is not anticipated. ATiT offexrs no evidence
suggesting that revenues from leasing will .change to any degree whatsoever during
the contract period. With respect to Liberty’'s statement, structure sharing wvas
taken inte account in the cost study.

I. Loop Studies

Testimany -~ ATET, in part, used SWET's loop cost study to make its
changes, with the exception of replacing SWBT'e LIVST (Loopvest) coat model with
its own model to calculate cable investments. The specific changes tbat AT&T
made were as followa: set distribution £ill to 50%; reduced FDI inveatments to
25%; changed 25% of distribution investment to reflect feeder cable investment;
set Premises Texmination to SO0t multi and 50% aingle; and used 100% IDLC for
fibexr facilities. Rebuttal - These changes to the unbundled 8dB loop recurring
costs study are unjustified as earlier addressed. They rxesult in a significant
and invalid coat reduction over SWBT'a results. -

IXI. UNBUNDLED CROSS CONNECTS

Testimony - ATET claims that the use of intermediate distributing frame
(*IDF") is not necessary to extend unbundled loopes to cages and ig not necessary
for any other unbundled arrangements. Rebuttal — The IDF is a necessary
component for these scenarios. The cost studies at issue must reflect the design
or risk prices that are non-compensatory. Liberty agrees.

Testimony — ATLT alleges that the cross connect investment already has
been recovered in the elements that connect to them. ATGT bases this allegation
on its elaim that: (i)} the 2-Wire analog ¢ross connect to a multiplexer plug
includes a plug investment for the same plug that is included in the Unbundled
Multiplexing element study; and (i1) the investment for DSX-3 appearances are
included in both the Entrance Facility element and the DS3 Cross Connect.
Rebuttal ~ Service plugs are not included the stand alone multiplexing studies,
as exemplified in the response to ATET'S data requeat, Item 17 (November 18,
1997). Liberty concurs that there is not a prcblem (although it still is in the
process of cbtaining some additional information on the subject]). The rebuttal
to AT&T's claim regarding the investment for DSX-3 appearances is in Part III,

Unbundled Dedicated Transport, infra.

Teatimony — ATAT claims that IDLC techunolegy replaces the need for
physical cross comnects. Rebuttal - The use of IDLC is not appropriate for
unbundling. Assuming however, that IDLC were to be used to provision unbundled
loops, this would certainly not result in the exclusion of any physical croce

connect arrangement,

NO. @24
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III. UNRUNDLED DEDICATER TRANSPORT

A. Cizcuit Counts

Testimony - SWET selectively eliminated a large poxtion of circuits, which
resulted in fewer economies of scale and higher costs. Rebuttal - It is
critical to ensure that the appropriate unbundled elament is addressed when
discussing the cost methods related to circult quantities. There is but one UNE
study that requires the use of circuit quantities to develcp a weighted average
cost. That UNE is called Interoffice Dedicated Tranpport and it reguires such
a weighting because there are numerous intercffice networks that are involved
that have to be weighted. The circuit count of customer txaffic is only used for
weighting purposes, which AT&T clasgifies as a *weighting mechanism.* The cost
study for the unbundled dedicated interoffice transport element was conductad te
match the dafinition of that rate element, which calls for interoffice dedicated
transport circuits between SWBT's offices. A different UNR rate element,
Bntrance Facilities, would be charged for transport between SWBT*s wire centers
and other wire centers owned by ATAT or its affiliates. This is where ATET used

‘the incorrect approach. AT&T should not have included, in the wmighting process

for the intarofficae study, private lipe circuits .(they do not reflsct dedicated
transport type circuits), SWBT company official circuits (do not reflect

‘potential customer traffic), and, of course, circuits that were not interoffice.

Testimony — ATGT claims that SWBT did not include message circuits in its
veighting calculations because it did not pull circuits that ara related to the
message traffic used for local and intralATA toll traffic. ATLT further states
that SWHT only included private line type circuits and that inclusion of these
circuits was incorrect. Rebuttal — These message circuits were included and
privacte lines were excluded. SWBT has clarxified this in subsequent data requast

responses.

Testimony -~ AT&T claims that there ahould be many more DS3s in the
Cklahoma City area than what is included in the cost study. Rebuttal — ATET's
study shows approximately six times the quantity of message circuits for Oklahoma
City than are in SWBT's interoffice study for weighting. AT&T‘'s estimated number
of c¢ircuits is based on flawed ascumptions (e.g., ¢ircuits assumed to be DS3 are
really DS1 or are circuits that should not be used for intexoffice dedicated
transport). By contrast, SWBT's study utilizes actual data from its records that
include the true amount of circuits that are transported across its network as
opposed to ATLT's unsupported derived calculation. Liberty concurs. It
concluded that ATLT had yet proven SWBT wrong on this issue. Nevertheless, SWET
has maintained that it would be open to updating the analysis based upoo current
circuits and inventory. In additian, SWBT could agree to an independent review
of the circuit data being utilized with such an update, which would be more than

appropriate for verification.

A. Entrance Pacilitles and Loops

Testimony - AT&T claims that SWBT ehould not have split out the circuits
between its offices and ATAT's offices into an Entrance Facility Study because
these facilities are really the same as those that should already be in the
*Dedicated Transport Cost Study.” Rebuttal — As with the Unbundled Intercoffice
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Transport cost study, the kntrance Pacility ecsest study matches the definition of
the rate element from the intercompection agreement. There is no Unbundled
Dedicated Transport element study; there is a Dedicated Transport Interoffice
element study, a Dedicated Tranaport Eantrance Facility element study, as well as
other Dedicated Transport element studies, just as ATLT confirms. These studies
match the rate elements mapped out in the interconnection agreewent.

Testimony =~ ATiT states that, since Entrance Facilities really ave defined
as loops, then all that is needed ip just a loop study, which should be an
Entrance Facility element. Rebuttal — AT&T'a approach is incorzect. Under the
interconnaction agreement, interoffice facilities run between SWBT offices, but
Entrance facilities run between SWBT offices and ATET facilities. Even though
Entrance Pacilities are sometimes configured with the same type of equipment that
is required for Interoffice Transport, they should not be included in the same
elemsnt study. Bquipment types dv not define UNEs. Moreover, UNE Dedicated
Transport Entranca Paojilities will not be configured in a central office ring
diversity arrangement. BWBT will consider such arrangements under a Special
Request Process. Therefore, po study is required, nor has one beéen conducted,
for UNE Entrance Pacilities with cantral office ring diversicy.

Testimony -~ Libaerty indicated that there are Bntrxance Facilities and that
there should be a price for them. Rebuttal — The Entrance Facility component
iz a valid UNE as provided for in the intercennection agreement. However, as Mr.
Sparling has described in his rebuttal testimony, SWBT's UNE Dedicated Transport
Entrance Facility is not provided under a central office SONET ring diversiry
arrangement. Therefore, there should be no cost study at issue for such an

arrangement .

Testimony -~ ATAT claimed thar SWBT's use of stacked rings might possibly
result in an inefficient network. Rebuttal -~ By law, SWBT ia& required to
unbundle its existing network, regardless of how many stacked rings it might have
in place,

C. Uobundled Transport Pill Pactors

Testimony — ATAT asserts that the high speed side of the BONET squipment
used for interoffice transport should reflect a utilization that is near capacicy
and that the low speed side, mainly plug-ins that c¢an be put in or taken out
easily as demand requires, should reflect a 100% utilization. Ita raticmale for
the high speed £ill approaching full uriligzation is that factors, such aas
*reserve” capacity. redundancy, administration, and peak demand planning, do not
impact SONET eguipment, and, therefore, such equipment can be planned to carry
almost full capacity. The raticnale for the low speed side plug-in £ill of 140%
is that plug-ins can be added and removed consistent with demand. AT&T
recommends the use of ocbjective £ill factors. Rebuttal — AT4T’'s recommendations
regarding SONET equipment fill are not consistent with SWBT's actual £ill levels.
Nor are they realistic. RAs Mr. Deere describes in his rebuttal testimony, the
high speed side of SONET equipment is, on average, saeldom at or near capacity
levels. SWBT's actual fill for this type of equipment igs substantially lesa than
near capacity. Low speed side plug-in units, although modular in nature, must
come from a central stock. The actual f£ill for such plug-in stocking is 92%.
Although this plug-in fill is not reflected in the currently filed cost study,
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SWBT has agreed that any revised unbundled interoffice transport study should
include a new and separate factor for SONET plug-ins, (e.g., low epeed gervice
plug-in squipment). The use of stacked rings does not result in the exaggerated
fill levels for intaroffice trausport described by ATiT. The overall fill for
the eguipment across those rings could be any number, and furthermore, only would
represent that ons area, not the natwork on average. Objective £ill factors are
not appropriate for use in a TELRIC cost analysis. A TBLRIC analysis for UNEs
should include a resasonable projection of actual utilization. This is aleo
consistant with the principle of attributing shared costs and spare capacity to
the greatest extent, which, as Dr. lLehman has described in his direct testimmy,
is consistent with TELRIC principles. In TELRIC studies, using objective £ill
factors as surxogates, when actuals are not obtainable, typically will result in
congervatively lower cost estimates than what is required. However, on average
for the different types of network components, the use of actual fill is
conalstent with TELRIC principles.

Testimony - Liberty claimed that actual f£ill factors arxe only appropriate
in a TRLRIC study if SWAT could demongtrate that such £illa are “optimal,” which
it did not. Liberty also recommended that SWBT use aobjective fill factors.
Rebuttal - Actual fills are appropriate in a TELRIC study and represent a
reasonable projection of aotual UME component utilization. In addition, there

-is no evidence to support that SWBT will achieve asuch objective fills for

electronics and fiber, which is a valid question for this exercise.

D. Other Transport Issues

Testimony ~— AT&ET witness Klick asserts that SWBT's ring designa are
inefficient in that the smaller rings are not desigmed properly, which drives up
the cost of transport. Rebuttal -~ Mr. Klick references purported excerpts from
AT&T witnegs Turnex’s testimony using *straight forward analyses” co determine
optimum ring sizes. However, no reference is made by Mr. Turper that address any
such “"small ring” issue or analyses. Furthermore, the costs develcped for
Unbundled Dedicatad Transport are based upon SWBT'S existing metwork which it is

required to unbundle.

Testimony — AT&T claima that SWBT’s transporc studies should be adjusted
to reflect for the rounding up of the rate of the next whole mile. If this is
not done, ATET will be required to overpay for unbundled interoffice transport.
Rebuctal — The agreement between SWBT and AT&T was that the mileage rate would
be rounded to the next whole mile. SWBT's cost model reflects the unbundled rate
element, in essence, this per-mile atructure. Liberty saw no reason to “nullify”
the AT&T/SWBT agreement. Nor did it make *rounding-up” an issue in this

proceeding.

Testimony — ATAT indicated that SWBT incomsistently multiplied the DS3
cogunt by 28 for the DS3 interzone elements. Rebuttal — ATKT is correct in this
regard and the study would need to be re-weighted im this zone to be consistent
with the weighting conducted in other zones. However, there is no reason to make
any revisions at thig juncture because it likely would have only a minimal impact
on D53 costs.
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E. Unbundled DCS Coste

Testimony ~— ATET aaserted that the DCS costs have been calculated
incorrectly by applying an incorrect capacity for the DS1 calculation. In
additian, it contends that the multiplexing included in the DCS cost calculations
also have included an incorrect capacity. Rebuttal — With regard to the DSC bS1
capacity, ATST is correct and the study should have utilized a different capacity
of 28,672 instead of 7,168. However, the assertion that the multiplexing
component of the DSC study should utilize a large capacity is incorrect, as Mr.
Deere discuases in his rebuttal testimony. Liberty indicated that the studies
should be conducted using the appropriate values.

r. Onbundled Multiplaxing Costs

Testimony - ATLT asserta that SWBT's study has double counted power and
sales tax expenses through the application of cost factors in two places instead
of one. ATLT contends that, amince its intention is to purchase the whole
capacity of the sultiplexer, then the use of a £ill factor for this element that
is anything but 100% is inappropriate. Liberty takes a fairly similar position
regarding the multiplexer by requesting an additicnal option that contemplates
full purchage. Rebuttal — ATiT is correct in asgerting that the Multiplexing
study double counts the power and sales tax axpenses. This errox would need to
be corrected. The cost study has been comnducted under the assumption that AT&ET
¥ill not be purchbasing the whole capacity of the Multiplexer. To date, AT&T
negotiators have not requested this element on a total capacity baais, If a
multiplexing atudy were to be conducted under the presumption that the CLEC would
purchase the total capacity, then simply changing the fjill factor would not be
enough. The investment basis, currently a portion of the multiplexer, alao would
have to be reviged to the total amount. Furthermore, the concept of purchasing
this element at 100t is only valid if the UNE is available on that basis.
Therefore, the preparaticn ¢f an additionsl study only would be applicable to the
extent that there is truly ap additional element being offered aam described.

G. Onbundled Transpozrt Cross Coanects

Teatimony ~— ATA&T asgserts that SWBT has included, in its Dedicated
Transport Cost Study, the investment for *both ends at a DSX-3,” which ie the
panel at which jumpers are mum to commect DS3 ciycuits to a connecting component.
Doing so recovers the cost for the DSX-3 arrangements and therefore there is no
need to include these investments in any DS3 Traasport cross connect element.
Rebuttal — ATAT is correct that “*both ends” of the D3X-3 are included in the
Entrance Pacility Element (or what it describes as the Dedicated Transport Cost
Study). However, to conclude that, “in every case, the recurring cost aascciated
with eguipment is duplicative” is pot valid. The conclusion that should ba drawn
is that SWBT's Entrance Facility study, if modified for this small change, could
remove one of the DSX-3 appearances. The comclusion that should not be drawn is
to remove the cross connect element in its entirety, as ATET infera, because
doing 80 will not reflect the true arrangement and will result in unrecovered

investment in the gtudy.
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TV. ADDITIONAL WOKRECOURRING ISSURS
A, Diffsrent Loop Technologies

Testimony -~ ATLT asgerts that IDLC-303 provides the ability to crass
connect loopes on a virtual basis, requiring no physical cross comnect. Rebuttal
— This type of switch-integrated technology is not efficient or appropriate for
unhundled lcop provisioning. It is not to be used for unbundling.

Testimony - AT&T witness Segura claims that ap “electronic cross connect*
resulting fram IDLC is appropriate for loop and port cowmbinatioms. Rebuttal —
Mr. Segura atates that the *most efficient and non-discriminatory method to
provision a loop and port combination is to tyeat the new entrant the axact sama
way as SWBT provisions its own customers; that being, [an] electronlc ciwvss
connect.” What ia apparent ig that the maip reason for ATET's choice of such an
integrated technology is to obtain network alements ®as is.® Cross connects
that should be at issue herein are unbundled cross connects and not those thac
have anything to do with cosbining any elements. Liberty recommends a 75/35
oplit between UDLC and IDIC, which, for the same reasons, is unjustified.

Testimony - ATAT withess Segura allegea that SWET's use of an intermediate
distributing frame to coupnect to a oollocation presence is unnecessary and
instead recommends the use of a single frame. Rebuttal — As Mr. Deare
describes in his rebuttal testimony, this is the efficient choice of planning for
the connection to the CLEC. The study should reflect the configuration that will

be used. Liberty agrees.

Testimony — AT4T alleges that SWBT was not able to establish what type of
equipment was being provided to accomplish conditioning, and therefora, tha cost
of this clement should be eliminated. Rebuttal — Mr. Segura confirmed that
there is some type of equipment that is required to accomplish this conditioning
but yet elacts to eliminate any associated cost. The equipment that is
identified in this study is called STE (Station Terminating Equipment) and the
purchase price for this equipment serves as the basia for the recurring cost
development for dB Loss Conditioning.

Testimony - AT&T asserts that the nonrecurring costs for transport did not
inelude DCS and EDSX equipment combilmations that would allow for remote
installations. Uiberty agrees. Rebuttal — A Mr., Deere has described in his
rebuttal teatimony, these are not the appropriate arrangements to be considered.
There simply ia not any support that AT&T systems should be used in lieu of those
used by SWRBT.

B, Unbundled Loops and Design Circuits

Testimony — ATLT has claimed that SWBT has classified loops as “design”
circuits and that it, therefore, has included manual costs that are not

necesgary., Liberty concurs. Rebuttal — AT4T has reiterated in npumerous cases
that SWBT classifies its unbundled loops as design loops, which is a complete
mischaracterization of what is really at issue. The cost studies in this

proceeding do not treat unbundled loops, in this case 2-Wire analog loops, as
true design circuits, per se. What the studies do reflect, however, is thar the
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processes and yystems that are used to provision the unbundled locp are different
than those used for POTS Bervice. Again, as Mr. Deere dascribes in his rebuttal
testimony, these systems are required because unbundled loops cannot utilize the
same systems as used for POTE. The pure “design” activity that is performed on

‘the 2-Wire analog 8dB loop, which generally includes the determination of

equipment needs, is less than 2 minutes, as opposed to a DS1 circuit that
requires subgtantial desiyn work. Thus, it is really a mischaracterization to
infer that this type of loop is full of umnecessary design work and is a

*designed sexvice.”
C. Whare Nonrscourring Punctions Are Included

Teastimony — ATWT impliea that the loop cost study duplicates pervice order
cogts that are in the Service Order study. Rebuttal — This is an incorrecc
assunption. $Spreadsheets, which are part of the study, support SWEBT'a position.
The service order activity is simply not duplicative in tha loop cost study.
8arvice order “related” costs included ipn the loop study are appropriately

accounted for in that atudy.

Testimony -~ ATET implies that tariff charges, or Central Office Access
(*COA”) charges, have been applied in this procceding. Rabuttal - This ia not
the cage. It is most likely that ATET witness Sequra is referring to some other
proceeding in another jurisdiction where some peparate tariff charge may have

been applicable.
D. Installation and Maintenance

Teatimomy — ATET claims that ISM functions should not be attributed to 848
loops because they are not necessary for Total Service Resale and loop port
combinations. Rebuttal - UNE combining or reselling of tariffed services
should not be the subject of unbundled element cost calculations. The cost
characteristics of IaM functions and their relationship to resale or comdining
has not been presented in this proceeding and is not at ipsue. In addition, Mr.
Segqura later confirms that I&M activity is required.

Taatimony — ATAT witness Segura also claims that, since field plant is
already in place, then there will be no activity required for I&M *when the end
user becomes a customer of the CLEC.” Rebuttal — This is a duplication of Mr.
Segura's previous argument involving converaion Or resale scenarios. On the
contrary, the cost atudy should, and does, reflect a reality that field work will
be required a certain percentage of the time.

E. Support Por Nonrecurring Time Batimates

Testimony ~ ATET witness Segura contends that there is a lack of
information supporting SWBT’s cost studies (e.g., no record of what information
was provided rto the individuals who were involved in estimating the time spent
on the various provisioning activities). Liberty had similar concerms.
Rebuttal — The individuals that lend assistance on these time estimates are, in
many cases, given requests for specific time estimates. Requests and replies in
other areas also have been documented. In addition, these individuals are
members of SWBT product teams that address the requirements for the services and
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elements for which studies are required. SWBT forwarded ATAT considerable
nonrecurring input support for its cost studies. SWBT provided ATLT with
documentation of activity rescurces and times. This level of detail is in stark
contrast to the ATAT process used to analyze SWBT's proposal, which was developed
by few individuals, and communicated in a haphazard, mostly verbal, manner. In

addition, Mr. Segura indicated that many of AT&T's numbers actually are default

values that reflect an unidentified national average.
r. Time Ratimate Lavels

Testimcny - AT&T claims that SWBT’s loop cost study includes travel to the
central office in all cases. Rebuttal — In SWET's unpundled loop coat study,
central office trip costs reflect a staffed and non-staffed scenaria. SWBT
therefors does not assume that a central office trip is required every time. The
SWBET study only recognizes the probability (less that 100%) that travel time will

be required.

Teatimony - SWBT, according to ATLT, unnecessarily includes the cost for
test shoes in its cross connect studies. Rebuttal - Nowhere in the cross
connect studiea filed in thia proceeding has the cost for any such *shoes* baen
included.

Testimony -~ RAT&T complains that SWBT does not include the appropriate
labor rates for cross connect activities in its studiea. A Craft 1 employee
labor rate should be used in the study to calculate the activity cost instead of
a frame technician’'s labor rate. Rebuttal — Frame technicians include several
types of specific technician clapsification. For example, Frame Attendants are
used to conduct work at the frame and are clagsified as Craft 2. However,
Communications Technicians are also utilized at the frame, as described by Mr.
Deare in his rebuttal testimony. These technicians utilize a Craft 1 asaignment.

Testimony = AT&T claims that SWBT's Special Service I&M technicians are
paid a higher wage rate than their counterparts in I&M. Rebuttal — By
contract, both Special Service (Systems Technician) and Customer Service
Technicians are paid at the same labor rate which is a Group 1 crafc.

Teatimony — ATiT claims that SWEBT's studies should be reviged to reflect
15 minute increments instead of 30 minute increments for travel time. Rebuttal
- The 30 minute travel time is supported and reflects what is required onm
average. In addition, AT&T did not even utilize 15 minutes in its cost study,

but instead applied ics 2% to that figure.
G. Disconnact Costs

Testimony - AT&T states that nonrecurring disconnect costs should be
modeled separately. Liberty agrees. Rebuttal — Outside of addressing how
disconnects are priced, Liberty's basis was one that considered combinations ana
not the unbundled elements that are at issue in this proceeding. Decisions on
disconnect activities included in unbundled elements should not be made based
upon arguments that are irrelevant to unbundling.
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